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RFPLY Tk:STIMONY OF DAWN M. HIPP

FOR

'I'HE OFFICk; Ol' Rk;('ULA'I'ORY S'I'AFI'

DOCKk I' NO. 2009-320 -C

5 IN RE: STATE UNIVERSAL SFRVICE SUPPOR'I' Ol' BASI(' LOCAL SERVICE

INCLUDk. 'D IN A BUNDLED SERVICF. OFFFRIN(' OR CONl'RA(. "I' OFFERIN(."

PI,FASF, STATF, YOUR NAME, BUSINESS ADDRFSS AND

OCCUPA TION.

10 A. My name is Dawn M. Hipp. My business address is 1401 Main Street,

11 Suite 900, ('.olumbia, South Carolina 29201. I aln employed by the state of South

12

13

('arolina as thc Director ol the Telccotrtmunications, Transportation, Water and

Wastewater Department ft&r the (office of Regulatory Staff ("ORS").

14 Q. ARE YOIJ THF, SAMF, DAWN M. HIPP WHO FILI'D DIRF CT

TESTIMONY IN THIS DOCKI. T?

16 A. Ycs.

17 Q. WHAT IS THF, PIJRI'OSE OF YOUR REPLY TES'I'IMONY?

IS A. 'I'hc purpose ol' my reply testimony is to address thc issue raised by Mr.

19 Joseph (iillan in his direct testimony that the;tmount of Carrier of Last Resort

20 ("('OLR") high cost support from the State I Jnivcrsal Service Fund

21 ("USI") is lo bc calculated on a per-line basis.

22 Q. IS 'I'HIS ISSUF. RELFVANT TO WHFTHFR BASIC LOCAL SERVICE

23 SHOULD RFCI';IVL' S'I'Al'F, UNIVERSAL SERVICE FUNDIN(' WHFN

THF. OFFICF. OF REGULA'I'OILY STAFF
1401 Main Street, Suite 900, ( nlumhia, S(." 29201
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3

IT I i INCLUDED IN A BUNDLED OR CONTRACT SERVICE

OFFERING?

No. Hovvcvcr& as the State 1;Sl I und Administrator, it is important that

ORS clarify hovv COLR high cost State 1:SFsupport is calculated.

DOES THF, ORS USF. THF. SAVIE METHODOLOGY TO CALCULATE

6 COLR HIGH COST SUPPORT AS THE COMMISSION USED PRIOR TO

7 2005?

8 A. Ycs. Thc methodology ORS currently uses to calculate high cost State

9 USF support is identical to hovv Coinmission staff calculated the high cost State

10 USI support.

11 Q. HOVi' IS THF. FUNDING FOR THE STATE UNIVERSAL SERVICE

FIJND CALCULATF D?

In its Otuidelines and Administrative Procedures. the Commission delincd

the size of the 1'und as:

15
16
17
18
19
20
21
22
23
24
!5
26
27

'I'he maximum size of the state US1 (vvhich includes provision for
high cost and 1ovv income support) shall be the sum of thc
differences, for each ll b'C carrier of last resort, for each of its
designated state US1' support service areas, betvvccn the cost of
providing basic local exchange telecommunications services less
the maximuttt amount (as approved by the Commission) it may
charge for basic local exchange telecommunications service v«ithin

each area and less any federal universal service support received
for serving the same area ("higth cost support component"). plus
the cost of any state mandated support programs for lovv-income
consumers such as Lit'cline, as vvcll as any appropriate
administrative expenses.

This Commission, in Order No. 2001-996, implemented a "phased in"

approach to funding thc state L!SI'.

THF. OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900, Columbia, SC 29201
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I (P. PLEASE EXPLAIN THE PHASED IN APPROACH TO THE HICH COST

SUPPORT CALCULATION.

10

13

According to thc PSC Guidelines and Administrative Procedures,

the high cost support colnponent vvas to be implemented in three phases:

(7) Initial Phase

The high cost support colnponent is equal to the revcnuc

reductions made by the COLRs as a result of reduced taril'fed rates

approved by the PSC. The Initial Phase is limited to no more than

one-third ol the total lund approved by thc Commission. The

COI.Rs tile cost study data to denaonstrate that implicit support

exits in thc taril'f rates proposed to be reduced. According to

Footnote ¹2, p. 5 of the PSC Guidelines and Administrative

Procedures, "the High Cost Support shall be equal to thc revenue

reductions as the result ol reduced tarifTed rates approved by thc

Commission. '

10

17

(2), t't e(2nd Phase

The Second Phase is limited to no more than tv o thirds of the total

20

state USF, Thc high cost support component I'or thc COLR is

based on reduced tarif led rates and updated cost data which

demonstrates implicit support exists in the tariffed rates proposed

to bc reduced.

(3), t'uhset)uenr Phases

THE OFFICF. OI' REC UtLA1'ORY S'I'A VF
1401 Main Street, Suite 900, Columt&ia, SC 29201
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Any Subsequent Phase allows thc COI.R to transition to full high

cost support lunding. 'I he high cost support component for thc

COI, R is based on reduced tariffcd rates and updated cost dttta

which dentonstrates implicit support exists in thc tariffed rates

proposed to be reduced.

0 Q. HAS ANY S(.' (."ARRIFR OF LAST RESORT RKQIJKSTKI) FIJNI)ING

IIEYONI) 'I'HK INI'I'IAL I'IIASE?

Ycs. Several COI, Rs have requested additional funding beyond the Initial

Phase.

1(J Q. IS THF. HIGH COST SUPPORT TO COLRS REVFNUI. ' NFU'I'RAL?

11 A. Yes. '1 hc I'S(." (iuidelincs anil Adrninistr;(tive Procedures speciltc;illy

12 ;tddress revenue neutrality. In basic terms, thc sixc of theState IJSF llig&h ('ost

support is cqu;tl to the revenue reductions the COLR made as a result of reducing

tarif1' charg&cs which (vere approved by the Cornndssion ttnd reflected in tariff

15 tilings. In 1'act the I.egislativc Audit Council, in its liebruary 2(J(JS report to thc

1(& (ieneral Assembly, addressed this issue and clearly st((ted "The lund would be

17 implemented in a revenue neutral manner —incumbent I,FCs should reduce r;ttes

that v:ere priced above cost to olTset the amount received 1'rom thc fund. " '

19 Q. IS 'I'IIK 'S'I'A'I'L' UNIVL'RSAL SERVI(.'K FIJNI) HIGH COST SUPPOR'I'

70 ALSO 14EI'OR1'KI) ON A I'F R LINK RASIS?

21 A.

22

Yes. Jhc Cornr«ission requires COLRs to submit specific data for each

designated service area which allows ORS to calcul;tte the pcr line high cost

';1 Review of)l&e Rr&urf& ('&iruhna tfni& «rsuf Rn & iee f r&n&f, tteport to the (ieneral Assembly, at page 9 (:hart
1.4 (I&ebruary 2006)h

THF, OFFICE OF REGULATORY S'I'Al'F
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support for portability purposes. However. due to th» revenue neutrality ol the

State FISF and the phased in fundinu approach. COLRs currently receive State

FISF support based on rcvcnuc reductions due to reduced tarifl char es

(P DOES THIS COWCLL DE YOUR REPLY TESTIMONY ".

Yes it does

THE OFFICE. OF RECIIL&IOlei S IAFF
140 I Main Street, .iuite 900, Colutnhia, SC 29201
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THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2009-326-C

IN RE:
State Universal Service Support of Basic Local
Service Included in a Bundled Service Offering
or Contract Offering

CERTIFICATE OF
SERVICE

This is to certify that I, Chrystal L. Morgan, an employee with the Office of

Regulatory Staff, have this date served one (I) copy of the REPLY TESTIMONY OF

DAWN M. HIPP in the above-referenced matter to the person(s) named below by

causing said copy to be deposited in the United States Postal Service, first class postage

prepaid and affixed thereto, and addressed as shown below:

Susan S. Masterton, Esquire
Embarq

1313 Blair Stone Road
Tallahassee, FL, 32301

Patrick W. Turner, Esquire
BellSouth Telecommunications, Incorporated d/b/a AT&T South Carolina

1600 Williams Street, Suite 5200
PO Box 752

Columbia, SC, 29202

Scott Elliott, Esquire
Elliott & Elliott, P.A.

721 Olive Street
Columbia, SC, 29205

John. J. Pringle, Jr, Esquire
Ellis, Lawhorne & Sims, P.A.

Post Office Box 22S5
Columbia, SC, 29202

M. John Bowen, Jr. , Esquire
Margaret M. Fox, Esquire
McNair Law Firm, P.A.
Post Office Box 11390
Columbia, SC, 29211



Burnet R. Maybank III, Esquire
Nexsen Pruet, LLC

1230 Main Street, Suite 700
Columbia, SC, 29202

Steven W. Hamm, Esquire
Richardson Plowden and Robinson, P.A.

Post Office Drawer 7788
Columbia, SC, 29202

Frank R. Ellerbe, III, Esquire
Bonnie D. Shealy, Esquire

Robinson, McFadden & Moore, P.C.
Post Office Box 944

Columbia, SC, 29202

William R Atkinson

Sprint Communications Company L. P.
233 Peachtree Street

Suite 2200
Atlanta, GA, 30303

Zel Gilbert, Director External Affairs
United Telephone Company of the Carolinas d/b/a Embarq

Embarq Corporation
1122 Lady Street, Suite 1050

Columbia, SC, 29201

Stan Bugner, State Director
Verizon South, Incorporated

1301 Gervais Street, Suite 825
Columbia, SC, 29201

John M.S. Hoefer, Esquire
Benjamin P. Mustian, Esquire

Willoughby & Hoefer, P.A.
Post Office Box 8416
Columbia, SC, 29202

Chryst L. Morgan

November 2, 2009
Columbia, South Carolina




